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Export and Import Trade Costs between China and OBOR Region
—The Simultaneous Cost Calculation and Trade Effect Decomposition
Based on Heterogeneous Firm Model
WANG Jue FENG Zongxian

Abstract: The purpose of this paper is to calculate the import and export costs be-
tween China and the “One Belt One Road” (OBOR) region by utilising the method of
simultaneous calculation. By adopting Chaney’s model and simultaneous trade equations,
this article improved the calculation methods formulated by Novy. The calculation results
can reflect the differences between import cost and export costs. The results of the calcula-
tion show that: (1) During the period from 1998 to 2020, China’s import costs to the
OBOR region decreased by 33.57%, and export costs decreased by 19.43% . (2)
China’s trade costs with OBOR countries displayed an inverted N-shaped trend (first de-
creasing, then increasing and then decreasing) . The exception to this trend were several
Central and Western Asian countries, whose trade costs with China have continued to rise
since 2008. (3) The decomposition results of trade growth show that China’s economic
growth is the largest driving factor behind the expansion of trade between China and the
OBOR region. The overall contribution of the reduction of trade costs to the growth of re-
gional trade in this region needs to be improved. These conclusions pose significant impli-
cations for China’s future policy choices for regional cooperation.

Keywords: OBOR Trade Costs; Heterogeneous Firm Gravity Model; Simultaneous
Calculation Method
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